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OMMUNIST CHINA has traditional as well as ideo- 

logical interests in South and Southeast Asia. Tradi- 
tionally, this region, particularly So: east Asia, has 
been under strong Chinese influence for many centuries 
Ideologically, Communist China today conceives herself 
as the leader of the “liberation” movement among the 
“colonial and semi-colonial people’, in Asia. While its 
tactics vary from place to place, the overall strategy of 
Peking toward South and Southeast Asia is to alienate 
this region from the West and to draw it eventually to 
the “camp of peace and socialism.” Specific attempts 
have been made to exploit the sentiment for peace, to 
promote the growth of neutralism, to attack SEATO 
and all military agreements with the United States, and 
to establish an image of Communist China as a cham- 
pion for “oppressed” people and as a model of progress 
for underdeveloped countries. To achieve her policy ob- 
jectives, Communist China has skillfully operated along 
various fronts—diplomatic, political, economic, and cul- 
tural. 

In the past few years the Peking regime has made 
marked efforts to expand its economic relations with 
South and Southeast Asia. In 1954 it started to export 
industrial products to the region and in 1956 to extend 
economic and technical assistance to some Asian coun- 
tries. While the value of this trade and aid is still small, 
these activities symbolize Communist China’s planned 
penetration into the area. They are generally well timed 
and dramatically publicized, and hold out the prospect 
of expansion in the future. 

Certain specific and immediate motives behind this 
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drive deserve attention. First, Communist China needs 
rubber, petroleum, non-ferrous metals, and other com- 
modities obtainable from the South and Southeast Asian 
countries. Although her foreign trade is basically ori- 
ented toward the Soviet bloc, it is an economic necessity 
for China to acquire from the free world certain es- 
sential commodities not otherwise available. By means 
of state trading and barter arrangements, Peking hopes 
to secure for itself the best terms of exchange possible 
to fit into its plans of “socialist construction.” This at- 
titude is illustrated by the following passage from its 
“First Five-Year Plan”: “In keeping with our peaceful 
foreign policy, and in accordance with the principle of 
equality and mutual benefit, we should expand trade 
with the countries of Southeast Asia. At the same time, 
on condition that it benefits our socialist economic con- 
struction, we should continue to develop trade with 
other capitalist countries to increase imports of certain 


necessary materials.””! 


| First Five-Year Plan for Development of the National 


Economy of the People’s Republic of China in 1953-1957, 


Peking, 1956, p. 162 
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Secondly, through expanded exports to South and 
Southeast Asia, Peking seeks to earn more foreign ex- 
change to pay for its essential imports. An explanation 
given by the Chinese Communists for exporting some 
1,600 types of native produce and products of light in- 
dustry to the area is that China must build up a reserve 
of foreign exchange in order to meet import expendi- 
tures.2 Hong Kong and Singapore are reported to have 
become Peking’s principal sources of foreign exchange.* 

Thirdly, Communist China also aims to propagandize 
her industrial progress and enhance her national pres- 
tige. In 1951 Peking shipped rice to India even though 
there was not enough food for its own people. Lately 
it has been sending economic assistance and manufac- 
tured goods to other countries of Asia, in spite of the 
fact that China is still dependent upon the Soviet aid 
and is frequently confronted with the problems of do- 
mestic shortages and “internal contradictions.” The 
political motive behind this policy is to impress other 
Asians that China under Communism has made tre- 
mendous strides in economic development and that the 
Chinese model is one for underdeveloped countries to 
adopt in order to achieve rapid industrialization. In a 
book entitled Export Trade of New China’s Industrial 


Products the Communist author, Kuo Chung-yen, 


states: “The political significance of the export of in- 
dustrial products is primarily to show the superiority 


of the economic system of our country.” According to 
him, this strategy demonstrates to the whole world that 
Communism has within a few years raised a poor back- 
ward economy to a high industrial level and that China 
has attained firm progress and economic independence. 
All this, concludes the author, “should be a revelation 
to the oppressed slaves and should inspire them with 
the hope that they too can fight for their independ- 
ence.””* 

Fourthly, Peking attempts to use trade and aid to win 
good will and to promote closer relations with the South 
and Southeast Asian countries. To this end the Chinese 
Communists have been quick to take advantage of spe- 
cial deficiencies and surpluses in the area. At times they 
have been willing to pay good prices for certain com- 
modities, such as Ceylon’s rubber and Burma’s rice. 
They have also chosen some occasions to dramatize their 
readiness to help fellow Asians, for instance by making 
outright grants to Cambodia and Nepal in 1956. Gen- 
erally, their chief target has been the neutralist nations; 
but at the same time they have also tried to woo pro- 
Western powers such as Pakistan. Their propaganda 
theme is usually that China is always ready to “extend 
2 “The Nature of Foreign Trade,’ China News Analysis, 
Hong Kong, December 13, 1957, p. 3 

3 New York Times, October 28, 1957 

4 “The Nature of Foreign Trade,” op. cit., 
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economic and technical aid to those needing it through 
trade and exchange of goods.” Her guiding principle 
is “mutual respect for one another’s interests and non- 
interference in one another’s internal affairs.” She “at- 
taches no conditions detrimental to the other side and 
demands no privileges.” In contrast, the United States 
has imposed “the embargo to obstruct free trade,” at- 
tached “political strings to her aid,” and dumped “her 
surplus farm products in other peoples’ markets.” For 
underdeveloped countries in Asia and elsewhere, says 
the propaganda, only cooperation with China and the 
Soviet bloc can “help solve their economic difficulties, 
bring about their industrialization, and enable them to 


5 


march on to economic independence. 

All these maneuvers are obviously designed by Peking 
to encourage the trend of neutralism, to undermine the 
South and Southeast Asian countries’ economic ties with 
the West, and to enmesh their economies with those of 
the Communist camp. Once this is accomplished, Peking 
can use pressure to exact from these countries political 
and economic concessions; Chinese trade representatives 
and technicians, in increasing numbers, can also be 
engaged in activities of espionage and subversion in the 
area. The recent recognition of the Peking regime by 
Cambodia is an illustration of the success of Communist 
China’s assistance program, The temporary suspension 
of trade in retaliation against Malaya’s curbing of Chi- 
nese publications and cheap goods further demonstrates 
the political nature of Peking’s trade policy. 


Types of Inducement 


Communist China has a variety of devices at hei 
disposal. The offering of economic and technical as- 
sistance, the waging of a vigorous propaganda cam- 
paign, and the exchanging of economic and cultural 
delegations can all serve her purposes. The tours of the 
region by Chou En-lai and the visits to mainland China 
by Southeast Asian leaders have been useful in creating 
an atmosphere favorable to trade expansion.* Trade 
fairs and exhibitions are among the more direct trade 
promotion techniques frequently employed by Peking 
In the past few years Communist China has participated 
in trade fairs and held industrial exhibits in India 
Pakistan, Indonesia, Burma, Ceylon, Cambodia, Hong 
Kong, and Malaya. It is estimated that in 1955 alone 
she spent the equivalent of almost two million dollars 


5 For this type of propaganda, see Yeh Chi-chuang 
“China’s Economic Relations with Asian and African Coun- 
tries: Progress and Prospects,’ People’s China, Peking, March 
16, 1956, pp. 12-13; Chen Szu, “Asian-African Trade Rela- 
tions,” Ta-kung Pao, Tientsin, November 24, 1955. 

6 Since 1954 prime ministers of the following Asian coun- 
tries have visited Communist China: India, Burma, Ceylon, 
I donesia. Pakistan, Cambodia, Laos, and Nepal. 
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in Asia for that purpose.’ At Indonesia’s International 
Trade Fair held in Djakarta in the fall of 1955, the 
largest exhibit was that of Communist China. The 
Chinese pavilion covered 4,000 square meters and had 
more than 2,000 kinds of products on display.* A more 
recent Chinese trade exhibition held at Hong Kong in 
July 1958 drew capacity crowds and displayed some 
4,000 items of educational equipment, scientific ap- 
paratus, and sporting goods. The quality of most of 
these items compared favorably with that of Hong Kong 
or Japanese products—and the prices were far lower.° 

To stimulate mutual interest for trade, Peking has 
also encouraged the South and Southeast countries to 
hold fairs and exhibits in China. In September-October, 
1957, an Indian exhibition was held in Peking, dis- 
playing on a large scale modern industrial, textile, and 
handicraft goods. To this exhibition came Mao “Tse- 
tung, Chu Teh, Chou En-lai, Liu Shao-chi, and many 
other high officials. A Communist writer commented: 
“The exhibition inspired people with the prospects of 
future trade between China and India. It is bound to 
promote trade and economic cooperation between our 


two countries.”'° 


Another important device used by Communist China 
has been the conclusion of various bilateral commercial 
agreements, As part of her economic offensive, she has . 
signed trade and payments agreements with India, 
Ceylon, Burma, Indonesia, and Cambodia; trade con- 
tracts with Pakistan; and an “informal” trade accord 
with Malaya. Between 1951 and 1958, as shown in 
Table 1, fifty-one bilateral commercial agreements were 
concluded between Peking and South and Southeast 
Asian countries. Although the number of agreements 
does not always reflect the actual picture of trade, it 
does signify the desire and efforts of Communist China 
and her Asian neighbors to engage in trade and to pro- 
vide for its future expansion. In general, these agree- 
ments set the amounts and types of commodities to be 
exchanged and the means for payments. They can be 
grouped into trade agreements, purchase contracts, and 
payments agreements. Their duration varies. The ma- 
jority of them are for a period of one year; some are 
shorter; others run up to three or five years. 

By and large, commercial agreements between Com- 
munist China and South and Southeast Asia have been 
arranged on a barter basis. They entail mainly a 


Taste 1. BrLraTeERAL COMMERCIAL AGREEMENTS BETWEEN COMMUNIST CHINA 
AND SOUTH AND SouTHEAST ASIAN Counrtrigs, 1951-1958 

1955 1956 1957 
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1951 1952 1953 1954 


Burma 
Cambodia 
Ceylon 
India 
Indonesia 
Malaya 
Nepal 
Pakistan 
Total 3 4 + 10 


1958 Total 
1 9 

1 2 
2 12 
1 
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(b) 
1 
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5 51 
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a) Includes the Sino-Indian transportation and trade agreements concerning Tibet and India. 


(b) Concerning trade and communications between Tibet and Nepal. 

Sources: State Department. Trade Agreements and Other Trade Accords of the Soviet Bloc 
with Free World Countries’ of South Asia and the Far East, mimeographed, Washington, 1955- 
1957; United Nations, Economic Survey of Asia and the Far East, Bangkok, 1951-1957; 


International Trade News Bulletin, Geneva, 
Bulletin, Peking, 1951-1958 


The breakdown of 


estimated expenditures on interna- 
tional trade fairs in Asia by Communist China for 1955 is: 
India $542,000; Indonesia $450,000; Pakistan $470,000; Japan 
$450,000; all Asia $1,912,000. Source: Foreign Assistance 
Activities of the Communist Bloc and Their Economic Impli- 
cations for the United States, A Study by the Council of Eco- 
nomic and Industry Research Inc., for the Senate Special 
Committee to Study the Foreign Aid Program, Washington, 
1957, Appendix A, p. 6. 

8 Embassy of Indonesia, Report on Indonesia, Washington, 
October 1955, p. 3 

9 Japan Times, Tokyo, July 24, 1958. 

10 Wang En-yuan, “Indian Exhibition in Peking,” People’s 
China, November 1, 1957, p. 26 
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New China News Agency) 


balancing exchange of aggregates of goods. In case of 
imbalance, settlement is usually made in sterling or in 
the currency of one of the countries in the area. Pay- 
ments on purchase contracts are also settled on this 
basis. The most noticeable barter accords between 
Peking and South and Southeast Asia have been the 
Sino-Ceylonese agreement on the exchange of Chinese 
rice for Ceylonese rubber and the Sino-Burmese agree- 
ment on the exchange of Chinese goods for Burmese rice. 
Both agreements have contributed considerably to the 
development of mainland China’s trade with the two 


( ountries 





A new device employed by Peking to promote its sales 
is the offer of the easiest “buy-now-pay-later” plan ever 
seen in Asia. Early in 1958 it sold to Indonesia on this 
basis 25,000 tons of rice and 72,000,000 yards of textiles 

on a ten-year credit at 2/2 percent interest." 

Finally, the existence of approximately twelve million 
overseas Chinese in Southeast Asia provides a useful 
channel for Peking’s economic drive. While the over- 
seas Chinese constitute only about five percent of South- 
east Asia’s population, their unique economic position 
gives them a significance out of all proportion to their 
numbers.’* As an economic elite in the area, they own 
rice mills, operate tin mines, run rubber plantations, 
and control commerce and trade. Their remittances, 
which have long been an important source of foreign 
exchange for China, amounted to as much as $150 


per annum before the war and are estimated at $110- 


140 million a year today.” 

Through its Commission on Overseas Chinese Affairs, 
Peking has been making persistent efforts to win the sup- 
port of the overseas Chinese in Southeast Asia. Among 
other things, it wants to get control of Chinese remit- 
tances from Southeast Asia and to expand trade with 
the region through the use of local Chinese businessmen. 


Official statements frequently have been made on “‘safe- 


guarding overseas remittances” and on “attracting over- 
seas Chinese capital and investment into socialist enter- 
14 


prises and construction in China.’’'* Chinese residents 


in Nan-yang (Southeast Asia) have been encouraged to 
return to China for training, education, and resettle- 
ment. Even those having several wives and concubines 
are told to return without fear.'® Invitations are often 
extended to prominent overseas Chinese to come home 
on tour or to attend conferences. Special loans and fa- 


vorable credit terms are offered to overseas Chinese 


11 The Washington Post and Times Herald, August 19, 
1958 (James Cary’s dispatch). See also ‘Croesus,’ “China’s 
Export Offensive,” The Eastern Economist, New Delhi, August 
15, p. 236, for an account of lavish entertainment by the 
Chinese in connection with the negotiation of trade deals. 

12 The following works provide interesting discussions of 
the overseas Chinese in the area: Victor Purcell, The Chinese 
in Southeast Asia, New York, 1951; Walter H. Mallory, “Chi- 
nese Minorities in Southeast Asia,’ Foreign Affairs, January 
1956, pp. 258-70; Han Suyin, “The Two Chinas and the Over- 
seas Chinese,” Eastern World, London, March 1955, pp. 19-20 
6. 

13 Solomon Adler, The Chinese Economy, 
New York, 1957, pp. 228-229 

14 For Peking’s official statements of this type, see “‘4th 
Affairs in Com- 


London and 


National Conference on Overseas Chinese 
General, Hong Kong, 
“All-China 
Ibid., No. 427 


munist China,’ American Consulate 
Current Background, No. 390 (June 25, 1956 
Returned Overseas Chinese 
(November 13, 1956 

15 Walter 
Delhi) June 9, 
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Association,” 


Briggs, ‘“‘Wives and Concubines,’ Thought 


1956, p. 18 


merchants importing sewing machines, bicycles, textiles, 
and other goods from China. 

While the overseas Chinese in Southeast Asia are still 
divided politically, they generally have a strong senti- 
mental attachment to mainland China and take pride 
in its growing strength and prestige. Many of them are 
further attracted by propaganda and the offer of op- 
portunities to make a profit. It is no surprise, therefore, 
that in most of the Southeast Asian countries the over- 
seas Chinese are actively contributing to the expanded 
sales of Communist Chinese products.'® In Thailand, 
for example, manufactured goods from mainland China 
have become so popular among Chinese there that in 
a few cases Chinese Communist trademarks have been 
forged on goods made locally.'* Indeed, the Thai au- 
thorities became so concerned over the influx of goods 
from Communist China that a ban on all such imports 
(to be effective on February 16) was announced in 
Bangkok on January 17.'* The overseas Chinese have 
also been instrumental in carrying out Peking’s recent 
anti-Japanese trade campaign in Southeast Asia. With 
few exceptions, Japanese exports to the area have been 
either boycotted by Chinese traders or undersold 10 to 
15 percent by Chinese products."* 

Communist China’s trade with South and Southeast 
Asia, while still on a moderate scale, constitutes a very 
important part of her trade with non-Communist coun- 
tries. In the past few years she has carried on about 
20 percent of her foreign trade with the free world.*° 
Around two-thirds of this has been with the countries 
of Asia and Africa, According to Communist sources, 
the volume of her trade with these countries has ex- 
perienced considerable expansion, increasing 88.57 per- 
cent between 1950 and 1957.7" Much of this trade has 
been with South and Southeast Asia. Not only has Com- 
munist China developed trade with Burma, Ceylon. 
Hong, Kong, India, Indonesia, Malaya, and Pakistan, 
but she also has recently opened trade relations with 
Cambodia and Thailand. Indirect trade, too, has been 

16 A. T. Steele, “Reds Using Santa Claus,” The New York 
Herald Tribune, July 23, 1956; Report of the Japanese For- 
eign Ministry, The Washington Post and Times Herald, Octo- 
ber 27, 1957. 

17 “Communist Trade Offensive in the Far East,” Far 
Eastern Economic Review, Hong Kong, June 20, 1957, p. 773. 

18 See “Red Hopes Set Back by Thai Trade Ban,” Christian 
Science Monitor (dispatch by Gordon Walker), January 19, 
1959. 

19 Far Eastern Economic Review, August 14, 1958, pp. 
220-221. 

20 Yeh Chi-chuang, Peking’s Minister of Foreign Trade, 
stated that during the period of the First Five-Year Plan 
trade with the Soviet bloc accounted for 77.77 percent of 
China’s foreign trade. “China’s Foreign Trade During Her 
First Five-Year Plan,” People’s China, December 1. 1957, p 
10. 

21 Ibid. 
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carried on with the Philippines and South Vietnam in percentage the trade has been rather modest but has 
through Hong Kong. shown signs of gradual increase. In 1938 the amount of 

Table 2 shows the trade between mainland China and trade was $120 million, about 3.9 percent of South and 
her major South and Southeast Asian trading partners Southeast Asia’s total trade. In 1948 it nearly tripled 
based on official returns of the latter. Both in value and the prewar level but the proportion of trade was smaller. 


TasLe 2. TRADE BETWEEN MAINLAND CHINA AND SOUTH AND SOUTHEAST ASIA, 
1938, 1948, and 1952-1957 
(a. in millions of United States dollars; b. in percent of total exports or imports 
of the Southeast Asian country) 
EXPORTS TO CHINA 
Exporting 
country 1948 1952 1953 1954 
13.4 0.1 1.3 0.1 
5.9 0.03 0.5 0.04 
— 25.9 50.8 46.5 
-— 8.2 15.4 12.2 
70.6 91.0 94.5 68.4 
17.4 17.8 19.5 16.1 
17.4 6.5 2.5 3.7 
1.3 0.5 0.2 0.3 
1.6 _ — 2.3 
0.4 a —- 0.3 
7.1 _ 1.8 6.4 
0.9 — 0.2 0.6 
9.9 83.8 7.2 26.1 
1.6 15.7 1.6 7.3 
207.3 113.1 153.5 
2.9 4.0 2.6 3.4 


IMPORTS FROM CHINA 


Burma 
Ceylon 
Hong Kong 
India 
Indonesia 
Malaya 
Pakistan 


Total 


a. 
b. 
a. 
b. 
a. 
b. 
a. 
b. 
a. 
b. 
a. 
b. 
a. 
b. 
a. 
b. 


Importing 
country 1948 1952 1953 1954 1955 1956 1957 
5.0 2.3 1.5 0.5 2.3 22.2 12.5 
2.8 1.2 0.8 0.2 1.3 11.2 4.2 
0.9 6.8 43.9 33.3 16.8 28.1 17.6 
0.3 1.9 12.9 11.3 5.5 8.2 5.9 
108.4 145.3 150.0 121.1 151.1 181.7 197.9 
20.7 21.9 21.9 20.1 23.2 22.7 22.0 
3.6 32.4 1.9 3.2 5.4 17.5 10.9 
0.2 1.9 0.2 0.2 0.4 1.0 0.5 
11.7 1.9 2.1 3.5 9.9 30.2 27.0 
2.9 0.2 0.3 0.6 1.6 3.5 3.5 
53.6 39.4 34.3 28.5 37.8 43.1 52.2 
6.3 3.1 3.3 2.8 3.0 3.1 3.7 
20.8 2.2 3.3 1.6 0.2 0.5 7.8 
5.1 0.4 0.9 0.5 0.05 0.1 1.8 
204.0 230.3 237.0 191.7 223.5 324.3 325.9 
4.3 4.0 5.2 4.4 2.5 5.8 5.0 


Burma 
Ceylon 

Hong Kong 
India 
Indonesia 
Malaya 
Pakistan 


Total 


FrPrrrr rere rere SP 


* Including Pakistan 

Source: Direction of International Trade, Joint Publication of the Statistical Office of the 
United Nations, International Monetary Fund and International Bank for Reconstruction 
and Development, Vol. VII, No. 10; Vol. VIII, Nos. 7, 10-12; Vol. IX, No. 1. For 1957 the 
source is International Economic Analysis, Bureau of Foreign Commerce, U.S. Department 
of Commerce, June and July, 1958. 
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1952 saw the increase of trade to $437.6 million, con- 
stituting 4 percent of the region’s total trade. During the 
years of 1953-1955 trade between Communist China 


and South and Southeast Asia experienced a slight de- 
cline in absolute as well as relative terms. But in 1956 
it rose again to a high mark with respective figures of 
$444.3 million and 4.1 percent. Some increase was also 
registered in 1957—the figures being $460.7 million and 
4.7 percent respectively—despite the overall decrease of 
Communist China’s foreign trade in the year. Only par- 
tial data are available for 1958 but the trend toward 
increasing trade between China and the Southeast Asian 
countries appears to be continuing. 

Contrary to the total trade picture, Southeast Asian 
exports to Communist China showed a considerable de- 
cline between 1952 and 1957, falling from $207.3 mil- 
lion to $134.8 million, a drop of 34 percent. This was 
the result of the sharp decline of the exports of Hong 
Kong and Pakistan, attributable to the diminishing im- 
portance of Hong Kong as an entrepot to Communist 
China and the reduced purchase of Pakistan’s cotton by 
China. On the other hand, exports from other Asian 
countries increased in the same period. With the lifting 
of the embargo on rubber, Indonesia and Malaya ex- 
panded their sales to China noticeably in 1957. 

It is in South and Southeast Asia’s imports from Com- 
munist China that substantial gains have been regis- 
tered in recent years. In 1957 imports increased by 40 
percent over those of 1952, and the upswing was also 
evident in 1958. In all this there is one important phe- 
nomenon—the consistent trade balance in Communist 
China’s favor. Ever since 1952 China has had an export 
surplus with the region, and this imbalance is increas- 
ing in consequence of her export drive. In 1956 as well 
as in 1957 she sold about two and one-half times as 
much to the South and Southeast Asian countries as 
she bought from them. Indications are that the imbal- 
ance was probably even greater for 1958 as a result of 
Peking’s recent “dumping policy.” 

Exports to mainland China from Southeast Asia con- 
sist mainly of primary products and raw materials, e.¢., 
rubber, cotton, petroleum, jute, rice, coconut oil, non- 
ferrous metals, etc. Chinese exports to the region, how- 
ever, are more diversified, including not only traditional 
exports like agricultural, animal, and handicraft pro- 
ducts but also manufactured goods of light and heavy 
industries. Since 1954 Communist China has been send- 
ing to the area increasing quantities of light industrial 
products such as textiles, bicycles, sewing machines, 
fountain pens, newsprint, wires, and canned food.** In 


22 In 1954 about $64 million worth of these goods were ex 
ported by Communist China, mainly to the countries of South- 
east Asia. United Nations, Economic Survey of Asia 
Far East, 1955, p. 97. 
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and the 


a few cases she has also been exporting cement, steel 
products, industrial chemicals, electrical motors, diese] 
engines, and machinery.”* 

To appreciate the full significance of trade between 
mainland China and South and Southeast Asia, atten- 
tion should also be given to Peking’s efforts and ability 
to exploit special situations, and to manipulate prices 
to suit its motives, China’s rice sales to India, rice pur- 
chases from Burma and rubber purchases from Ceylon 
have already been noted. At times the Chinese Com- 
munists prove to be shrewd businessmen, eager to make 
extra profits. On other occasions they are willing to pay 
high prices for imports and to ask low prices for theit 
exports in order to achieve political or economic ob- 
jectives. The rubber-rice deal with Ceylon is one ex- 
ample; the sale of cheap Chinese rice and cement in 
Malaya is another. Manufactures from mainland China 
are often priced so low that they are underselling both 
Japanese and British goods in Southeast Asian markets. 
Already Chinese exports have seriously affected Japan- 
ese sales in textiles, cement, sewing machines, electrical 
appliances, and others. In Indonesia alone Japan’s ex- 
ports suffered a slump of $9 million in 1957. Small 
wonder that Tokyo is showing increasing concern ove 
the “dumping policy” of the Peking. regime.** 

In carrying out its export drive Peking has often 
curbed its domestic consumption and re-exported some 
of its imports to South and Southeast Asia at lowe 
prices. Rice has been bought from Burma and then sold 
to Ceylon. Cement and paper have been imported from 
Japan and Europe and then exported to Malaya and 
other Southeast Asian countries.*° Furthermore, Com- 
munist China also serves sometimes as an intermediary 
between the Soviet bloc and free Asia by exchanging 
the former’s industrial products for the latter’s raw ma- 
terials. She has bought steel and machinery from the 
Soviet bloc and then sold these goods to certain Asian 
countries, She has imported rubber, cotton, and tobacco 
from South and Southeast Asia and then exported these 
commodities to Eastern Europe.** Except in the case of 
India and Burma, mainland China today plays a pre- 
dominant role in expanding the Communist bloc’s com- 
mercial relations with the underdeveloped countries of 
Asia.*" 


23 Trade with China, Hong Kong, 1957, p. 25; “China’s 
Light Industry Exports,’ Burma Commerce, Rangoon, June 
1956, p. 1310. 

24 New York Times, October 28, 1957; The Washington 

t and Times Herald, August 19, 1958. 

August 22, 1957, p. 245 
26 Cheng Cho-yuan, The China Mainland Market Under 
imunist Control, Hong Kong, 1956, pp. 87-88 

In th use of India 


25 Far Eastern Economic Review, 


and Burma the dominating position 
the USS.R. and her European satellites is attributable to 
their greater economic assistance programs. 
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The discussion thus far may be supplemented by the 
following brief review of China’s trade relations with a 
few principal individual trading partners in the region.** 

Burma. Before Communist China and Burma entered 
into barter deals, the volume of their trade was quite 
small. On April 22, 1954, taking advantage of Burma’s 
rice surplus problem, Peking signed a three-year trade 
agreement with Rangoon. Under the agreement China 
was to export agricultural implements, textiles, and light 
industry products while Burma was to export rice, rub- 
ber, cotton, and other raw materials. A protocol signed 
on November 3, 1954, together with <hree subsequent 
contracts in March 1955, bound China to buy 150,000 
tons of Burmese rice during 1955 to be paid by 20 per- 
cent in sterling and 80 percent in goods (steel products, 
textiles, and other manufactured goods). Another pro- 
tocol of December 29, 1955 committed Peking to take 
the same amount of Burmese rice in 1956 on a straight 
goods exchange basis. According to the Burmese ac- 
count, rice actually sold to mainland China amounted 
to 155,000 tons in 1955 (9.3 percent of Burma’s total 
rice exports) and only 80,000 tons in 1956 (4.2 percent 
of Burma’s total rice exports) .*° 

In March 1956 air service was inaugurated between 
the two countries, and in July Peking agreed to supply 
the Burmese with textile machinery. The Sino-Burmese 
barter agreement, however, expired in early 1957, and 
since then trade has been conducted on a cash basis. A 
contract signed on May 20, 1957 called for the purchase 
of 50,000 tons of Burmese rice by China to be paid in 
sterling. In February 1958 Peking reported the con- 
clusion of a new Sino-Burmese trade agreement to 
“further the economic and trade relations between the 
two countries,” but no details were given.*° 

Ceylon. Ceylon occupies a leading position in Com- 
munist China’s trade with South and Southeast Asia. 
As early as 1951 the two countries started trading with 
each other. On December 18, 1952, in an effort to meet 
mutual needs, they signed a five-year barter agreement 
providing for an annual exchange of 50,000 tons of 
Ceylonese rubber for 270,000 tons of Chinese rice in 
1953-1957. Any balance was to be settled in sterling, 
and prices were to be fixed every year by separate con- 
tracts. Throughout the period of the agreement the 
price fixed for rubber was usually higher than the world 
market price while the price for rice was lower. As a 
result of the barter deals Ceylon has sent annually to 
Communist China more than half of her rubber output 





28 Based mainly on the same sources as those of Table 1. 

29 Burma Weekly Bulletin, Rangoon, May 2, 1957, p. 23. 
Chis is in conflict with Peking’s claim (NCNA, December 13, 
1956) that in 1955 and 1956 it imported annually over 
150,000 tons of rice from Burma. 

30 NCNA, February 23, 1958. 
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in the past few years. At the same time, owing to the 
rise in the price of rubber and the drop in the price of 
rice, China’s debt (in sterling) to Ceylon has been con- 
siderable, reaching £13.5 million ($37.8 million) in 
1957.5 However, with the lifting of the embargo on 
rubber by Malaya and Indonesia recently, the bargain- 
ing position of Peking vis-a-vis Colombo has been 
strengthened. On September 19, 1957 the Sino-Ceylon- 
ese trade agreement was renewed for another period of 
five years beginning 1958, and providing for the ex- 
change of 30,000 tons of rubber for 200,000 tons of rice 
per year on a straight sale basis without any premium 
price for rubber, and for the settlement of any imbal- 
ance either in sterling or in Chinese goods.** Under the 
agreement Communist China has been sending to Cey- 
lon considerable quantities of textiles and industrial 
goods in addition to rice. 

Hong Kong. The importance of Hong Kong lies in 
its traditional role as a transhipment point for Chinese 
exports and imports. Betwen 1950 and 1951 Hong 
Kong’s trade with Communist China experienced a sub- 
stantial increase and the trade balance was in favor of 
the British Crown Colony. The imposition of the em- 
bargo in 1951, however, led to a drastic reduction in 
1952 and created an adverse balance for Hong Kong. 
In spite of the gradual later relaxation of the embargo 
restrictions, Hong Kong exports to China have continued 
to fall while imports from the mainland have risen 
steadily in recent years. Hong Kong’s unfavorable bal- 
ance reached a high in 1957, amounting to a little over 
1,000 million HK dollars.** This trend is expected to 
continue. Hong Kong is heavily dependent on China 
for its food supplies and at the same time China is also 
expanding her export of manufactured goods to Hong 
Kong and, through it, to South and Southeast Asia. In 
addition, Hong Kong’s entrepot role for Chinese im- 
ports is declining as China can now buy directly from 
many non-Communist countries. 

India, Sino-Indian trade is still smal] but Chinese ex- 


ports have shown signs of growth both in volume and in 
diversity. While the U.S.S.R. plays a greater role in the 
Communist “economic offensive’ toward India, Com- 
munist China has not neglected her part in trade pro- 
motion. Early in 1951 she seized the opportunity created 
by India’s food shortage to offer food to India through 
a series of barter arrangements. Between 1951 and 1952 


31 “Ceylon’s Dilemma,” The Economist, London, August 
31, 1957, p. 675. 

32 “Sino-Ceylon Trade Pacts,’ Ceylon Trade Journal, 
Colombo, October 1957, p. 617. In a pact accompanying the 
new trade agreement, Peking also promised to give Ceylon 
economic aid in the next five years. 

33 Ricardo, “Survey of Hongkong’s Trade in 1957,” Far 
Eastern Economic Review, February 13, 1958, p. 195 





some 216,500 tons of rice and 450,000 tons of kaoliang 
were sent to India in exchange for large quantities of 
gunny sacks, cotton cloth, cotton yarn, and tobacco.** 
On October 14, 1954, Peking and New Delhi signed a 
two-year trade agreement. Subsequently, their trade 
grew from $6.9 million in 1954 to $25.5 million in 1956. 


Principal Indian exports have been cotton, tobacco, 


spices, and jute products. Raw cotton sent to China in 


1956 constituted 9.5 percent of India’s total cotton ex- 
ports. Principal imports from China have included rice, 
silk, newsprint, chemicals, and industrial products. In 
1956 China even sent some 60,000 tons of iron and steel 
to India. To facilitate trade development, the two coun- 
tries agreed in 1957 to extend their 1954 trade agree- 
ment to the end of 1958, and also signed in May 1958 
a barter agreement for the exchange of goods totalling 
50 million rupees ($10.5 million) in a six-month period. 
Indonesia. Before 1954 trade between Communist 
China and Indonesia was almost non-existent. Late in 
1953 a Sino-Indonesian trade agreement was signed 
This agreement, coupled with a trade protocol and a 
payments agreement concluded in the following year, 
In June 1956 In- 
donesia removed the embargo on rubber exports and 
shipped 1,387 tons of rubber to China mainland in 
the second half of the year On November 3, 1956 
Peking and Djakarta signed a new trade 
valid for one year, providing for the exchange of £12 


improved the situation considerably 


agreement, 


re 


million ($33.6 million) worth of goods each way. Indo- 
nesia was to export to China rubber, copra, coconut oil, 
sugar, and timber; Communist China was to send ma- 
chine tools, rice, minerals, and manufactured goods. The 
value of Sino-Indonesian trade has shown a continuing 
increase recently, growing from $5.8 million in 1954 to 
$53.3 million in 1957. The “textiles-rice” 
Peking to Djakarta in 1958 has further brightened the 


prospect of their trade relations, 


loan made by 


Malaya. In the past few years Malaya has had con- 
sistently a large import excess in trading with Com- 
munist China. Besides such traditional exports as food- 
stuffs, China has sold to Malaya increasing quantities 
of light industrial products since early 1955, In June 
1956 Malaya, too, lifted the embargo on rubber ship- 
ments to China. In October of the same year trade con- 
tracts involving £5 million ($14 million) were con- 
cluded between the Chinese Communists and an unof- 
ficial Singapore and Malayan trade delegation. Follow- 
ing this, trade between China and Malaya expanded 


noticeably. However, late in 1958 the Singapore and 


34 Lei Jen-min, “Our First Trade reement with India,’ 
People’s China, December 1, 1954 
35 United Nations, Comm 
December 1956, New York, Augus : 86 
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istics, January- 


Malaya governments took steps to curb the import of 
cheap Chinese textiles and cement and to ban certain 
Chinese publications. As a reprisal Peking has (probably 
temporarily) suspended trade with Singapore and 
Malaya.** 

Pakistan. Since early 1953 Pakistan and Communist 
China have signed eight trade contracts, but a trade 
agreement between them has yet to be concluded. Pak- 
istan has exported large quantities of cotton and jute 
to China, which has sent mostly coal and grains in re- 
turn. Chinese exports to Pakistan are increasing lately 
but still small in volume. Pakistan exports to China, on 
the other hand, have been large though fluctuating. 
They often reflect variations in China’s domestic out- 
put of cotton and other fibres, as well as the avail- 
ability of other sources of supply in the world market. 

A new feature of Communist China’s programs in 
South and Southeast Asia is her economic and technical 
assistance extended to the uncommitted nations. To be 
sure, the amount of assistance actually given has been 
limited. The fact that China has entered into foreign 
ad operations is striking in view of her own relatively 
low level of development and her continuing depend- 
ence on Soviet aid to carry out her industrialization. 
This fact demonstrates not only the growing interest of 
China in South and Southeast Asia but also the capacity 
of her government to allocate its resources for political 
objectives. Communist China started to make offers of 
economic aid to the Asian neutrals in 1956. Thus far 
she has extended outright grants totalling $50.3 million 
to Cambodia, Ceylon, and Nepal and has provided low- 
interest credits totalling $54.5 million to Burma, Ceylon, 
and Indonesia. In addition, technical assistance in terms 
of equipment and technicians has been offered to Asian 
countries for various developmental projects; donations 
have also been made to countries in need of relief 
funds. The total sum is still small, less than the amount 
of economic aid provided by China to either North 
Korea or North Vietnam,** but this is merely the be- 
ginning and indications are that Peking has every in- 
tention to expand its foreign aid activities in Asia. On 
June 29, 1957, in the midst of domestic economic dif- 
ficulties, Finance Minister Li Hsien-nien told the Na- 
tional People’s Congress in Peking that China’s eco- 
nomic aid to other countries in 1957 would be in- 
creased 25.7 percent over the previous year’s 404 mil- 


lion yuan ($170 million) .** 


16 New York Times, November 23, 1958; Far Eastern Eco- 
nomic Review, November i3, 1958, p. 635. 

}7 By agreements with the two Asian satellites in 1953 and 
1955 respectively, China gave cach of them the equivalent 
of $320 million in grants. New York Times, May 27, 1956 
Henry R. Lieberman’s dispatch 

NCNA, June 29, 1957. 
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Chinese Communists make it a point to contrast U.S. 
aid ‘“‘with strings attached” to their “selfless and uncon- 
ditional” assistance to other Asian countries. In a re- 
port to the Chinese People’s Political Consultative Con- 
ference on March 5, 1957, Chou En-lai said: “At pres- 
ent, China is, to the best of our capabilities, rendering 
some economic aids to certain Asian and African coun- 
tries. These aids are very small in quantity, but there are 
no conditions attached to them. This shows our sincere 
desire to help these countries in their independent de- 
velopment.”** 

Cambodia was the first non-Communist country to 
receive economic assistance from Communist China. On 
April 24, 1956 the two countries concluded a trade and 
payments agreement, On June 21 they signed an aid 
agreement under which China would grant Cambodia 
£8 million ($22.4 million) worth of aid for economic 
development over a two-year period. The aid was to 
be provided in the form of technicians, equipment, con- 
struction materials, and merchandise. It was to be used 
for construction of factories, irrigation projects, rural 
power stations, universities, hospitals, roads, bridges, 
youth and sports centers, etc. Communist China agreed 
not to intervene or to exercise any control over the use 
of the grant by Cambodia. In an editorial on June 23, 
1956. (People’s Daily) lauded the 


agreement as a concrete expression of “the five prin- 


Jen-min  jth-pao 


ciples of peaceful co-existence” and of “the Chinese 


support to Cambodia’s independent and neutral policy.” 
Pj} ) 


So far as can be learned, a substantial portion of the 
aid has already been delivered by Peking. A few Chinese 
technicians and specialists have also been sent to Cam- 
bodia to work on certain projects. It is further reported 
that some $14 million worth of Chinese economic aid 
has been tentatively allocated by the Cambodian gov- 
ernment for the construction of a cement plant, a paper 
mill, a textile mill, and a plywood factory.*” 


Nepal also was receiving Chinese aid in 1956. In 
September of that year Peking and Katmandu con- 
cluded an agreement which terminated the extraterri- 
torial privileges enjoyed by Nepalese in Tibet under 
the treaty of 1856. The new pact restricted trading 
rights of Nepalese businessmen to a few places in Tibet 
and at the same time gave Chinese traders “reciprocal” 
facilities of entry and trade in Nepal. Partly in return 
for the Nepalese concessions, Communist China in Octo- 
ber 1956 agreed to give Nepal the equivalent of 60 
million rupees ($12.6 million) for economic aid. The 
sum was to be granted to Nepal within three years with- 


59 Ibid., March 5, 1957. 

10 Department of State, The Sino-Soviet Economic Offen- 
ive in the Less Developed Count. ies, Washington, 1958, pp. 
5-76 
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out compensation. One third of the grant would be paid 
in rupees and the rest in the form of machinery, equip- 
ment, raw materials, and other commodities. Reported- 
ly, because of India’s objection, Peking would not send 
technicians to Nepal in connection with this agree- 
ment.*' Early in 1958 the Chinese Communists com- 
pleted the payment for the full amount of the cash aid 
to Nepal-—20 million rupees ($4.2 million) in two in- 
stallments.** 

Since the advent of the neutralist Bandaranaike gov- 
ernment in Colombo in 1956, Ceylon has been given or 
offered various forms of assistance by Communist China. 
On September 19, 1957, along with a new trade agree- 
ment, China signed an economic aid pact with Ceylon 
to provide the latter with 75 million rupees ($15.3 mil- 
lion) in commodities during the next five years. The 
assistance was given gratis to the Ceylonese government 
for financing its rubber-replanting subsidy program. 
Early in 1958 Peking donated 100,000 yuan ($42,600) 
and 15 tons of medical supplies to Ceylon to aid flood 
victims in that country. On September 17 it further 
extended to Ceylon a loan of 50 million rupees ($10.5 
million) to help her overcome problems caused by re- 
cent floods. The loan was to be made in the form of 
equipment and material over a four-year period at an 
interest of 242 percent.** Moreover, the Chinese Com- 
munists have expressed their willingness to give sub- 
stantial industrial aid to Ceylon, offering to build 
a fully-equipped textile factory and an iron and steel 
plant as well as to help local authorities to undertake 
public utility works.** 

In the case of Indonesia, Burma, and India, where 
the Soviet bloc has had large credit and assistance pro- 
grams in operation, the role of Chinese aid appears to 
have been limited. In 1958, however, Communist China 
advanced sizable low-interest credits of £14.3 million 
($40 million) to Indonesia, According to a recent re- 
port, Peking is prepared to offer to Djakarta more eco- 


4 


nomic aid “with no strings attached The assistance 
extended to Burma thus far has been confined to the 
construction of textile mills. In 1956-1957 Peking fur- 
nished complete equipment and technical aid for the 
expansion of a Burmese textile mill in Thamaing. On 
January 9, 1958 Burma’s Deputy Kyaw 
Nyein, announced that China had agreed to provide 
Burma with a $4 million loan at 24 percent interest 


Premier, U 


+1 A. E. Thomas, “Nepal at the Crossroads,’ Far Eastern 
Economic Review, January 30, 1958, p. 132 

12 NCNA, February 5, 1958 

43 Ibid., September 22, 1958. 

#4 “Ceylon Gets Aid from East and West,” New Common- 
wealth, London, November 11, 1957, p. 467 

45 Far Eastern Economic Review, November 13, 1958, p. 
635: Washington Post and Times Herald, October 8, 1958. 
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for constructing a textile mill of 40,000 spindles.** In 
India, which has received $270 million in credits from 
the Soviet bloc, Chinese aid has included only a few 
technicians and a gift of $88,400 to the Indian Relief 
Fund. Peking, nevertheless, has often labeled its sales 
of grains and steel to India as “assistance” too. 

Laos and Pakistan have also been offered Chinese 
aid in one form or another. A number of overseas Chi- 
nese business firms in Southeast Asia have also received 
credit help from the Communists. All told, Peking’s 
foreign assistance program, small as it is, is beginning 
to make itself felt in some parts of Asia. In the years 
to come, with the growth of Chinese economic capabili- 
ties, it is conceivable that this program will expand to 
more significant proportions. 

By and large, the attitude of the South and South- 
east Asian countries toward Communist China’s drive 
for expanded economic relations seems to be favorable. 
Many of these countries have been receptive to Chinese 
offers of aid and trade. This attitude may be explained 
by a number of factors. The people in the region want 
rapid industrialization and economic growth and are 
inclined to welcome whatever outside assistance they 
may get to achieve that end. To most of them, the policy 
of accepting aid from both the East and the West not 
only can prove their neutrality in the Cold War but also 
can pay handsome economic dividends. All the neutral- 
ist countries today are actually pursuing this policy. 
Even a small state like Cambodia is receiving help 
from four sources—Communist China, Russia, the 
United States, and France. When Nepal accepted a 
Chinese grant in 1956, Prime Minister Acharya ex- 
plained that his country was merely following India’s 
approach to foreign aid.*’ There can be no doubt the 
outright grants and low-interest credits offered by Pe- 
king are attractive in the eyes of the South and South- 
east Asian nations. In a letter thanking Chou En-lai for 
Chinese aid, Cambodian Premier Khim Tith stated: 
“The aid is valuable just because it is unconditional 
and subject to no supervision.”’** Needless to say, many 
Asians entertain the hope that the acceptance of Chi- 
nese aid may spur the West into offering greater loans 
and assistance. 

Another factor shaping the Southeast Asian attitude 


’ 


toward Peking’s “economic offensive” is the precarious 
dependence of most of the countries in the region upon 
the export of a few primary products. Beset by the 


problem of price fluctuations, these countries are con- 


46 Associated Press report, January 9, 1958; NCNA, Janu- 
ary 9, 1958. 

47 Press Trust of India, New Delhi, October 20. 1956. 

48 NCNA, July 2, 1956. This statement may also be viewed 
as a subtle way of reminding the Chinese Communists of 
keeping their word on the “no strings attached” feature of 
the aid. 
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stantly in search for stable and sizable markets for their 
rubber, rice, cotton, jute, or other products. They 
naturally find it irresistible when Communist China 
offers to buy some of the commodities at premium prices 
and to sell them cheap manufactured goods in return. 
Regardless of Peking’s motivations, they feel that it is 
to their advantage to make the most of such opportuni- 
ties. 

Burma’s dealings with Communist China are a case 
in point. Following the end of the Korean war, Burma 
experienced great difficulty in disposing of its rice sur- 
plus in the world market. Anxious to sell her rice (which 
accounts for 80 percent of her foreign exchange in- 
come) she entered into barter arrangements with Com- 
munist China in 1954 and with the Soviet Union and 
Eastern Europe in 1955-1956.4° While the Burmese 
have since become disillusioned with the barter deals, 
there seemed to be little choice for them at the time 
when the agreements were signed. Premier U Nu de- 
scribed the situation as “either barter or throwing the 
rice in water.”°° Defending the barter arrangements, U 
Raschid, Minister of Trade Development, had this to 
say: “Many of our friends keep on reminding us of the 
difficulties of such arrangements. Some of them even 
teli us that there are ‘hidden dangers’ in such arrange- 
ments. We are not unaware of the difficulties and im- 
plications involved. Our position is that we have rice to 
sell and we must sell it if we are to survive. We shall, 
therefore, sell it to all who wish to buy it. It is not for 
us to go into the motive of our customers. With our 
well-known policy of neutrality in international affairs, 
we desire to develop and maintain trade with all coun- 
tries of the world. . . . Our preference is to sell rice for 
cash but if we cannot sell it for cash, we shall sell it 


51 


under clearing account arrangements. 

A similar example is Ceylon’s trade with mainland 
China. The Ceylonese interest in trading with China 
stemmed from the economic necessity of selling rubbe1 
and obtaining rice imports. In 1952, after fruitless ef- 
forts to dispose of her rubber profitably in the West. 
Ceylon turned to Communist China for a long-term 
rubber-rice barter agreement. The compelling reason 
for this action was thus explained by the Ceylonese 
Minister of Trade and Industry: “We could have got 
rice at £80 or £90 per ton, but we could not afford 
to pay that price. (The price of Chinese rice for the 
first year of the agreement was £54 per ton.) Rather 
than go to China were we to starve? Were we to reject 
the Chinese offer of Rs. 1.75 per lb. for rubber, take 


+9 For a detailed discussion, see Robert Loring Allen, 
“Burma’s Clearing Account Agreements,” Pacific Affairs, June 
1958 

50 Burma Commerce, June 3, 1956, p. 1308 

51 Ibid., February 19, 1956, pp. 1052-1053 
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the world price of Rs. 1.10 and throw 300,000 labourers 
out of employment?”®? The fact that the agreement 
has been renewed shows the continuing importance of 
China trade to Ceylon’s economy. Despite some prob- 
lems, the Ceylonese have defended the barter deal as 
providing them with an assured rice supply and a stable 
market for their rubber. 

Like Ceylon, Indonesia and Malaya also want to ex- 
port rubber and consider mainland China as a big 
market to explore. Even Pakistan, a SEATO member, 
likewise regards China as an important buyer of her 
cotton. One influential Pakistani publication has ob- 
served: “In the recent past, there were times when 
China’s entry into our cotton market sustained the prices 
and saved them falling to an uneconomic level.” It 
urged the development of close economic ties between 
the two neighbors through the exchange of Pakistan’s 
cotton and jute for China’s steel products and con- 
sumer goods.** 

Finally, the reactions of South and Southeast Asia to 
Chinese economic initiatives are frequently colored by 
racial sentiment. People in the region have a strong 
anti-colonial feeling and a vaguely defined concept of 
Asian solidarity. They are more disposed to give the 
benefit of doubt to the activities and motives of Com- 
munist China than to those of the Western nations. 
Many Asians watch the economic development of the 
“New China” with interest and admiration and tend 
to view the Chinese experiment as a possible short-cut 
‘o progress and industrialization. More often than not, 
sconomic assistance offered by Communist China re- 
eives far greater publicity in Asia than the actual 
umount of the aid deserves. 

All these factors mentioned above serve to explain 
the willingness on the part of many of the South and 
Southeast Asian countries to have closer economic re- 
lations with the China mainland. But this does not mean 
that they have no misgivings and problems. There are 
always complaints about the rigidities and other dis- 
advantages of barter trade. Burmese Premier U Nu once 
said: “A man who takes barter when he can have cash 
must be out of his mind.”** Although the Burmese ex- 
perience with Chinese barter deals has been better than 
with the other Communist countries, they have now 
managed to put their trade with China on a cash basis. 
The Sino-Ceylonese barter agreement seems to have 
operated exceptionally well, but even in this case the 
Chinese Communists have been slow in paying debts, 


52 J. Cardew, “Ceylon’s Trade with China: The Economic 
Background,’ New Commonwealth, April 13, 1953, p. 378. 

53 “Sino-Pak Relations,” Observer, Karachi, 
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Economic 


and have often maneuvered to have Ceylon accept ad- 
ditional goocs instead of cash. 

A further source of concern for the free Asians is 
Peking’s policy of price manipulation. On the one hand, 
Hong Kong and Japan have complained about cheap 
Chinese consumer goods flooding the Southeast Asian 
markets; at the same time the Malayan government 
has taken measures to prevent China from “dump- 
ing” textiles and cement in Malaya. On the other 
hand, Burmese businessmen have accused the Chi- 
nese Communists of raising prices arbitrarily; Hong 
Kong has reported China’s withholding of shipments 
of pigs and foodstuffs in order to get greater profits.*® 
In addition, Communist China has resold Southeast 
Asian exports to the traditional markets of the original 
sellers at lower prices (for example, she re-exported 
Burmese rice to Ceylon, India, and Malaya and thus 
put herself in competition with Burma for the Asian 
rice markets). 

Furthermore, the countries of South and Southeast 
Asia are not unaware of the limitations of Communist 
China’s ability to meet their economic needs. Nor are 
they blind to the fact that political considerations usu- 
ally dictate Peking’s economic moves. They certainly 
cannot miss an object lesson in the retaliatory meas- 
ures taken by China against Japan and Malaya. Many 
Asians are also uneasy about the relations between the 
overseas Chinese and the mainland. Some see pitfalls in 
Chinese offers of assistance. When Premier Acharya of 
Nepal accepted the Chinese grant in 1956, not all re- 
actions in the small kingdom were favorable. Dr. K. I. 
Singh, the opposition leader, was critical and remarked 
that “Rs. 60,000,000 is not the price of Nepal.’”’** Alarm, 
too, was expressed in some quarters in India. One In- 
dian magazine commented: “Whatever may be Mr. 
Acharya’s intentions, his acceptance of the Chinese grant 
has sown the seed of the future tension between his 


country and India, among others of the democratic 
world. In isolation from India, which this will tend to 


increase, Nepal cannot digest such aids healthfully.””’ 

Despite these misgivings, the majority of the South 
and Southeast Asian countries seem to believe that it 
is a worthwhile calculated risk to accept Chinese offers 
of trade and aid to achieve their own goals of national 
development. To what extent these countries will tie 
their economies with that of China depends, in no small 
measure, on the extent to which alternative trade op- 
portunities are made available to them. 


55 “Communist Trade Offensive in the Far East,” op. cit., 
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Program IN STEP: Technical Assistance 


ina New Form 


BY W. F. RIVERS 


— THE PAST ten years or so, aid and training 
programs operated in the United States for stu- 
dents and others from foreign countries have taken a 
variety of forms in purpose, content and duration, and 
also sponsorship and financing. Those for students, 
teachers, scholars and professional people, for example, 
often require much serious application and accomplish- 
ment in the field of academic study. Others, such as 
those for business and industrial leaders, journalists, 
workers in organized labor, and for government servants 
of various degrees of distinction and seniority, seem con- 
cerned rather more with putting such leaders from 
abroad in contact with their counterpart activities in the 
United States, thus enabling them to observe for them- 
selves industrial democracy at work and what is broadly 
called the “American way of life.” Another type is the 
program often run by American firms having large over- 
seas operations who wisely make it a practice to bring 
their more promising foreign employees to the U.S. for 


training of various kinds—ranging from acquisition of 


specific skills to courses at the Harvard Business School. 


At times such programs may supply little more than op- 
portunity for members of the coming generation of 
managers, accountants, engineers and the like (who will 


one day be running the business overseas) to absorb 
the home office atmosphere and to make friends. 

But in the past eighteen months a unique kind of 
technical training program has been going on known 
as Program IN STEP, a name formed of the first let- 
ters of the words in the full title, “Indian Steel Train- 
ing and Educational Program.” This is a joint under- 
taking of American industry with educational and phil- 
anthropic institutions, to provide training in the tech- 
niques, skills and procedures of steel-making for a large 
number of young Indian engineers who are scheduled 
to take up supervisory positions in the Indian Govern- 
ment’s three new steel plants now under construction. 

Before describing this imaginative program, and how 
it came about, it may be useful to explain why India 
needs these steel engineers. Although this article is not 
an economic study of India’s steel industry, a few sta- 
tistics may be cited. In pursuance of India’s basic ob- 


jective of raising the standard of living of its people by 


Mr. Rivers spent many years in India with the Standard- 
Vacuum Oil Company. After retirement in 1957, he was 


Director of Program IN STEP for its first year of operation 
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industrializing as rapidly as practicable, it has been 
estimated that within the next five years India’s annual 
steel demand will rise from its present level of about 
3 million tons to more than double this figure. Against 
this requirement, India’s present production capacity, 
including that of the recently expanded manufacturing 
facilities of its existing three major plants, is approxi- 
mately 2.5 million tons. Roughly 3 million tons of fin- 
ished steel per year has to be made up from imports o1 
from the output of new plants, or a combination of 
both. 

As India has within her borders ample supplies of 
essential raw materials (iron ore, coal, manganese, lime- 
stone) as well as manpower, she rightly took the de- 
cision to give top priority to doubling her domestic steel] 
capacity by building three new steel plants. In addition 
to effecting a great saving in foreign exchange, this 
will also encourage the growth of satellite industries, 
thereby providing still more employment. 

Not having the capital to finance new steel mill con- 
struction on a large scale, India was fortunately able 
to make agreements with three foreign countries (Great 
Britain, West Germany and the USSP.) for each to 
build a plant. These are now under construction and 
expected to be partially in operation during the latter 
part of 1959 and fully in operation by 1960-61. Prin- 
cipally because contracts were signed at different dates, 
there is considerable difference in the dates of comple- 
tion of the three plants. The British plant is being built 
by a consortium of steel and engineering companies at 
Durgapur in the Damodar Valley, about 100 miles 
northwest of Calcutta, on the main railway to Delhi. 
I'he German plant is at Rourkela in the state of Orissa, 
about 300 miles west of Calcutta on the main railway 
to Bombay and the Russian plant is 200 miles further 
west on the same line, at Bhilai in Madhya Pradesh, All 
three plants are within reasonable distances from the 
sources of the principal raw materials, but all are rather 
far from a major seaport. Supporting each plant, com- 
plete new townships are being built, usually by local 
contractors paid in Indian currency. 

We may now revert to Program IN STEP and how 
it was started. In early manpower studies, it was esti- 
mated that some 16,000 skilled workers would be re- 
quired for the new steel plants. These could be drawn 
to a large extent from redundant labor in existing plants 
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and others could be trained locally. Senior supervisory 
or managerial personnel could be recruited from other 
plants or industries and from government departments, 
but the 2,000 engineering supervisors required could 
not be trained in the existing steel plants without dis- 
rupting normal production. So, an agreement was 
reached with the British, West German and Soviet au- 
thorities for each to take its share of these young men 
for training in Europe. Early Indian Government in- 
formation releases indicated that Britain undertook to 
train 250, West Germany 200, the USSR 686, and 
Australia and Canada 14 each (with funds provided 
by the Colombo Plan).' This made a total of 1,164. 
Where could the remaining 836 young men get their 
practical in-plant training? 

India could not very well approach the United States 
Government along the same lines, for no American 
steel company was even indirectly connected with the 
contracts for building new plants in India (although 
some American equipment manufacturers were in- 
volved to a limited extent). However, India’s needs 
came to the attention of the Ford Foundation repre- 
sentative in India, and to the American Iron and Steel 
Institute whose Chairman (Mr. Benjamin Fairless) was 
passing through India at about that time and who had 
a long meeting with persuasive and charming Prime 
Minister Nehru. 
with the Government of India and it was agreed that 


In due course, joint talks were held 


the American steel industry and a group of engineering 
universities and technical institutes in the U.S. would 
accept responsibility for providing training initially for 
200 Indian engineers over a period of 15 months, com- 
mencing August 1957. This agreement had the whole- 
hearted support of the U.S, Government and, no less 
important on the working side, of the United Stee! 
Workers of America. 

The Ford Foundation undertook to bear the costs of 
the cooperating colleges incurred in connection with 
the program, and all expenses of the 200 trainees within 
the United States. An initial grant of $1,500,000 was 
made early in 1957. So successful was the first pioneer- 
ing year of operation that a decision was reached early 
in 1958 by all the interested parties to accept a second 
group, this time limited to 100 men, for a_ training 
period of ten months, coinciding closely with the aca- 
demic year 1958-59, and an additional grant was made 
by the Foundation to cover their expenses, bringing the 
total up to approximately $2,000,000. It is worth noting 
that none of the participating steel companies has re- 


| It has been reported that the USSR has already trained 
179, West Germany 78. Britain 44, but these figures are not 
up to date and the totals as of December 1958 were un- 
doubtedly larger. 
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quested or received any remuneration for expenses in- 
curred in connection with the program. 

The first 200 men have already completed their train- 
ing and departed by December 1958. The second group 
of 100 has arrived and commenced work. By July 1959, 
300 Indian engineers will have passed through the pro- 
gram, and it seems fairly certain that further groups of 
about 100 will be accepted in the U.S. each academic 
year until India is in a position to provide training in 
its own plants for its future engineer supervisors. 

But who are these young men of India, so important 
that they must be flown half way round the world to 
learn to become steelmakers? What is their background 
and what kind of families do they come from? What 
practical training or work experience have they had? 
Are they prepared to work hard, to dirty their hands 
and clothing, to keep night shifts and to risk some oc- 
casional rough kidding by the regular American work- 
ers? Can they speak English, or do they need interpre- 
ters? What about finally, why 
should we train potential competitors? 


their politics? And 


To a training director of a steel corporation or a gen- 
eral manager of a plant, or a foreman, or a second 
helper in a blast furnace, these and many more ques- 
tions would have caused some concern when they first 
learnt that their company had agreed to accept a 
“bunch of foreigners” for a year’s training in their plant. 
They might perhaps have had experience of other for- 
cign training groups previously, but smaller in numbers 
and for shorter periods of time, and some of these might 
not have left a very good impression. So, it was not 
surprising that they were apprehensive over the news 
that anywhere from 15 to 75 Indian engineers would br 
assigned to their particular firm. In actual fact, how- 
ever, it was not long after the trainees arrived that these 
early fears and doubts were put aside. In fact, the un- 
known group soon became individuals—‘‘our Indians” 

and were given nicknames (in some mills these being 
painted on their hard hats). Gupta would become 
“Guppy.” Bhanumurthy “Murph,” Narayanaswam) 
“Sammy.” 

Moreover, answers were soon found to the othe 


questions too. The trainees were all college engincerine 


eraduates (mechanical, electrical, chemical, metallure 
ists, ete.) and could read, write and speak English flu- 
ently. In fact the only trouble was that the American 
might have difficulty in understanding their rapid-fir 
speech. In age, they were mostly in the middle twentics 
with a few in the early thirties. About one-third wer 
married, but no funds were available for bringing wives 
to the U.S. Most were Hindus, with a few Moslems, 
Christians, Parsees, and turbanned Sikhs. Family back- 
grounds were varied and they came from all parts of In- 


dia, but principally from around Delhi and the Punjab 
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in the north, from the industrial center of Calcutta and 
from the highly-educated South. As might be expected, 
many came from well-to-do professional, government 
and business families of the upper castes. But more 
surprising, and an eloquent testimony to the progress 
being made in modern India in this respect, were many 
young men from much humbler family and caste origins. 
Even ten years ago this would have been unthinkable. 
The trainees might even insist that caste made no dif- 
ference to them now! Many had had jobs but some 
came straight from college. All were eager to work 
hard regardless of the dirt and the noise. 

As for their politics, it was evident that above all they 
eager to tell American friends about 


were “Pro-Indian,’ 
their country’s development efforts and hopes for the 
future, to show something of their traditional culture 
and ways, and very serious about their obligations aris- 
ing from the opportunity to take part in this program. 

Soon after arrival in New York and a short period 
of sight-seeing, the trainees were brought to the admin- 
istrative headquarters of the program at Carnegie In- 
stitute of Technology in Pittsburgh for general orienta- 
tion meetings, after which the men were dispersed to 
the other cooperating colleges. Of the first 200 men 
Illinois Institute of Technology (Chicago) took 47, out 
of which 32 were to train at the Gary, Indiana and the 
South Chicago Works of U.S. Steel Corp., while 15 
trained with Inland Steel at the Indiana Harbor works. 
In Cleveland, Case Institute of Technology took the 
responsibility for 25 men, all of whom trained with 
Republic Steel in that city. In Bethlehem, Pa., 40 
trainees went to Lehigh University for training with 
Bethlehem Steel. In Youngstown, 15 went to Youngs- 
town University and trained with the Youngstown Sheet 
and Tube plant in that city, while in Pittsburgh, Car- 
negie Tech was responsible for 73 who trained in seven 
steel plants in the Greater Pittsburgh area (U.S. Steel 
$3, Jones & Laughlin 15, and Weirton Steel, at Weir- 
ton, W. Va. 15). In short, the 200 trainees were scat- 
tered in five colleges and seven steel companies for train- 
ing in fourteen plants in five different states. 

One of the unique features of Program IN STEP 
is its combination of steel plant training and associa- 
tion with a college. So far as is known, this is not being 
done in the other countries. A typical work week con- 
sisted of four days in the steel plants and one day in 
a university where the men attended courses arranged 
specially for this program, the main one being the course 
in the metallurgy of steel-making throughout the entire 
year. Other courses covered the American economy with 
particular reference to the steel industry as its backbone; 
also management problems and labor relations, and 
American history in outline from early colonial days to 
the present. Within a broad framework suggested by 
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the sponsors, it was left to each cooperating college to 
set up its own courses according to the teaching per- 
sonnel available. Although no academic credits were 
given, qui#zes and tests were held along the way. At 
first this was not a very popular move, as the trainees 
had been more accustomed to the system of one final 
omnibus examination for which one could cram inten- 
sively at the last moment, 

The trainees lived on campus in typical student hous- 
ing where available. In Chicago, they were fortunate in 
being able to live as a group at Internationa! House, 
while in Cleveland they lived in a residential hotel not 
far from Case Institute’s campus. For the first year at 
Carnegie Tech the Pittsburg trainees lived in graduate 
housing on campus, but unfortunately, because of the 
rebuilding of part of Carnegie’s campus, it was later 


necessary for many to move into lodgings off campus. 


All were at liberty to take their meals on campus o1 
not as they chose. As the trainees did not receive sal- 
aries, the Ford Foundation grant was sufficient to cover 
the cost of board and lodging, text and reference books. 
and warm clothing (as few of these young men would 
normally have owned heavy clothes or overcoats). While 
the Government of India paid for the transportation of 
the trainees from India to the United States and back 
to India, all transportation expenses within the U.S.. 
including instructional and sightseeing trips, were cov- 
ered by the Foundation grant. Each man was also 
granted a monthly pocket-money allowance sufficient 
for the usual petty personal requirements. Some of the 
more frugal and enterprising trainees were able to save 
enough to invest in photographic material, tape re- 
corders and even to club together to buy second-hand 
cars of dubious vintage in which they were able to 
make the most of their weekends. Indian students are 
great travellers, and soon after arrival in the U.S. seem 
to establish a vast number of friends and relations in 
various colleges and industrial plants (and also in Cali- 
fornia!) all of whom must be visited. Second in draw- 
ing power comes Niagara Falls! 

At the colleges, the trainees were accorded the status 
of graduate students and as such could make use of all 
campus facilities. The extent to which they took part 
in campus life and functions depended somewhat on 
the approach of the different colleges. For example at 
Carnegie, due to the friendly efforts made by student 
leaders and others, the trainees became much asso- 
ciated with the life and activities of the campus; in 
fact they won several intramural tournaments (bad- 
minton, table tennis and bridge being their strong 
points) . 

While undergoing preliminary orientation in the Tata 
fron & Steel Plant in Jamshedpur before leaving India, 
each trainee had been informed of the specialty area 
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of steel in which he was to train in the U.S. These as- 
signments were made, net by Program IN STEP or the 
cooperating steel companies, but by the Ministry of Iron 
and Steel in India on the basis of manning tables and 
the advice of Tata’s Director of Training. On receiving 
this information, it was possible for the participating 
steel companies to sit down together and allot the 
trainees to the various companies and plants according 
to facilities available. For example, one company might 
find it convenient to take a number of trainees in blast 
furnace operation, coke plants and by-products. An- 
other might have facilities more suitable for steel-mak- 
ing and rolling-mill training. A third might prefer tak- 
ing all the mechanical and electric engineers assigned 
to plant maintenance and construction. Still another 
might take men whose specialty was to be power serv- 
ices and utilities, communications, machine shops, foun- 
dry, water supply, materials-handling and the like. 
The form and content of the in-plant training was 
left to each cooperating company to arrange in ac- 
cordance with the facilities it had to offer and its own 
customary training approach. In most plants, the men 
found that the training followed carefully prepared and 
precisely timed programs, setting out the nature and 
location of the work, day by day and week by weck. 
Some plants included regular weekly or semi-monthly 
question and answer periods, often with talks by opera- 
tional supervisors on their special subjects, and several 
set original “projects” which the trainees had to pre- 
pare as homework. Much of the training in the mills 
was presented in the form of instruction manuals so 
that the trainees could take the material back to India 
as a basis for establishing their own training programs. 
But the trainees found that not all mills were identi- 
cally organized as to training methods; this was a good 
thing, for they much enjoyed, and profited by, the op- 
portunity of discussing with their foremen and training 


supervisors, and amongst themselves, the merits of the 


different training procedures encountered. The in-plant 
training received by the Indian engineers followed much 
the same lines as that of their American engineer ap- 
prentice counterparts. The Indians learned that “on- 
the-job” training did not necessarily mean that they 
themselves had to master the trade and vocational skills, 
but that they should learn enough to be able to super- 
vise and train others. It is also significant to note that 
the trainees are not being told specifically how to man- 
age and operate their own steel plants but only how 
things are done in the U.S. It is left to them to adapt 
what they are learning to their own requirements in 
India. 

In a program such as IN STEP, success depends 
greatly on the cooperation of organized labor on the 
job, Fortunately this was forthcoming in fine spirit right 
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from the start. As the Indians became better known to 
and accepted by the regular workers, they were fre- 
quently allowed (quite unofficially, of course) to grad- 
uate from purely “training by observation” to doing 
jobs with their own hands. And quite a few skilled and 
responsible jobs they did, such as tapping a blast fur- 
nace, operating overhead cranes and hoists, running 
coke charging cars, etc., in addition to numerous stand- 
in jobs of lesser responsibility and danger. Naturally 
safety regulations and union rules were more rigidly 
observed in some plants than in others, and the degree 
to which the Indians were permitted, as time went on, 
to handle the controls and make the split-second de- 
cisions, depended to a great extent on the personal 
equation. 

Arising out of relationships developed in the plants, 
were a number of opportunities for groups of trainees 
to participate in labor union functions. From time to 
time they attended social, business and political meet- 
ings at levels from local to regional, and a few were 
able to attend one of the summer “workshops” or “in- 
stitutes” with union members at State College, Pa. 

Of all the friendships made during their stay, pos- 
sibly those between trainees and their immediate as- 
sociates in the mills will be the most enduring, judging 
by the number of invitations received for home hos- 
pitality. After all, most people enjoy talking shop with 
men of more knowledge and experience. Conversely, the 
boss usually likes to talk shop with his young men when 
he finds them eager to learn more. One superintendent 
summed it up in these words: “We want to send them 
back to India knowing more about steel than we do.” 

No article describing Program IN STEP would be 
complete without some mention of the hospitable re- 
sponse and interest shown by many local organizations, 
civic and service clubs, churches and schools, as well as 
by many individual families, both from the colleges and 
the steel companies. One unusual invitation, for in- 
stance, came from the Mennonite Church community 
at Springs, Pa. which invited a group of 25 trainees to 
spend a weekend in their homes. This gave the Indians 
a rare opportunity to see something of the life of a 
remote rural community in the Alleghenies. 

There was much demand from different groups and 
organizations, radio and TV, for the trainees to spea\ 
about India. In fact, at some colleges the trainees ar- 
ranged a kind of speakers’ bureau amongst themselves, 
listing those who could talk on different aspects of In- 
dian life. The trainees themselves were very conscicn- 
tious about returning hospitality and fulfilling their ro}: 
of unofficial ambassadors and explainers of all things 
Indian, making appropriate use of Indian festivals and 
national holidays to invite their many hosts and newly 
acquired friends to parties and celebrations. Simple In- 
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dian refreshments would be served, much of which the 
trainees had prepared themselves, followed by docu- 
mentary or other films about India; or they might even 
stage a series of skits, tableaux, songs and dance recitals, 
with practically all the staging, costumes and music 
arranged by themselves. 

But finally came the end of training for the first 
group and the time for them to depart from the U.S. 
There were farewells and presentations; certificates of 
accomplishment were awarded in place of diplomas 
and degrees. Out of the original 200, very few had 
fallen by the way: three on account of health; another 
who had been some years in the U.S. and had resigned 
to get married; three were selected by their government 
to remain behind for a further year of advanced study. 

It is too early to say how these “American” trainees 
will compare with those trained in the other countries, 
and perhaps such a comparison is beside the point. 
What is important is that they undoubtedly received 
excellent technical training (the best this country could 
provide) and took part in a well-rounded program. 
Those in charge of their training here were satisfied 
that after another year on their jobs in India their 
trainees would be able to take full charge of work in 
the special fields for which they were trained. The 
Indian trainees themselves left with great self-assurance 
and confidence in their ability to handle anything that 
might arise in their future jobs, whether it be dealing 
with seasoned workers, or training raw ones, keeping 
up production, planning for expansion, or coping with 
an emergency, a breakdown or an accident. And their 
best “thank you” would be in showing the value of their 
training right on the job. No one can really say until 
the plants are running and the quality, quantity and 
costs of production come up for comparison with estab- 
lished standards. 

As a group the trainees appear to have kept thei 
balance and to have retained a sense of national con- 
sciousness, never to have lost sight of why they had 
come and what their country needs from them on their 
return. It seems likely that they will not have the same 
problems of readjustment as do many other Indians 
returning home after training abroad. Several factors 
have contributed to this: the size of the group and its 
esprit de corps, the relatively short length of their stay 
and the fact that they have been guaranteed jobs when 
they return to India as part of their original contract 
(they had agreed to serve in the Indian Government 
steel works for five years), as well as the sound selec- 
tion of individuals in the beginning. All these factors 
have undoubtedly distinguished this large group of men 
from any other groups of foreign trainees who have 
previously come to the U.S. 

Finally, Program IN STEP has by no means been 
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a one-way proposition, with Americans doing all the 
giving and the Indians all the taking. On the contrary, 
it has become very much a two-way process: many 
people (in the steel industry, in the colleges, or else- 
where in the communities) will testify that to them 
India has now come alive and acquired a vital personal 
meaning. When some reference to India is made, many 
a home in Pittsburgh and other cities whose colleges 
and steel plants played host to this group, will now 
see India as personified by these trainees, their students 
and by the two or three special favorites whom they 
“adopted” for their stay in the U.S. It has certainly 
been proved that the practice of diplomacy and making 
friends for one’s country is not limited to government 
agencies but can be very effectively done at many other 
levels. In Program IN STEP, technical assistance has 
indeed taken on a new form and meaning. 
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